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Abstract 
 
This study was aimed to elaborate fiscal instrument to support the development of the hybrid car in Indonesia. It focuses on three 
kinds of fiscal instruments available: the Luxury Goods Tax reduction, Customs Duty reduction/exemptions, VAT reduction (or 
tax borne by the Indonesian government). The study was consisting of impact analysis on oil consumption and CO2 emission; 
economic impact analysis by employing Input and Output Table Analysis; and Cost and Benefit Analysis. The result of this study 
indicated that provision of several scenarios on fiscal policy on the hybrid vehicles, to both automotive trade and industry, is 
economically feasible. 
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Nomenclature  
BAU  business as usual   million  106 
LGT  luxury goods tax   billion  109 
VAT  value added tax   trillion  1012 
IO Table input output table   t  tonne = 103 kg 
CBA  cost and benefit analysis  EUR  euro 
FGD  focus group discussion  IDR  Indonesian rupiah, 1 EUR = IDR 12 000 
CC  cylinder capacity   CV  commercial vehicle 
R-4  rear engine, four wheel drive car  PC  passenger car 
Pick Up  a nonpassenger automobile which has a passenger compartment and an open cargo bed  
1. Background  
 Table 1 elucidated number of vehicles grew significantly during 2005 to 2009. The amount of vehicles raised 
13.13 % yr-1 on average, from around 38 million in 2005 to around 70 million in 2009. Bus had the most significant 
growth (18.16 % yr-1) among other vehicle categories. On the other side, truck has the slowest growth with the rate 
of growth by 12.17 % annually. 
Table 1. Indonesian vehicles quantity growth, 2005-2009 (in unit) [1] 
No. Type 2005 2006 2007 2008 2009 Growth yr-1  
1. Wagon 5 494 034 6 615 104 8 864 961 9 859 926 10 364 125 13.53 
2. Bus 1 184 918 1 511 129 2 103 423 2 583 170 2 729 572 18.16 
3. Truck 2 920 826 3 541 800 4 845 937 5 146 674 5 187 740 12.17 
4. Motorcycle 28 556 498 33 413 222 41 955 128 47 683 681 52.433.132 12.92 
             Total 38 156 276 45 081 255 57 769 449 65 273 451 70 714 569 13.13 
The significant growth of vehicles directly increases Indonesian fossil fuel consumption. The actual fuel 
consumption (41.4 million kl) was higher than the planned one (40.49 million kl). Consequently, the fuel subsidy 
paid by the government arose. The 2011 state budget [2] showed that the government had spent IDR 160 trillion for 
fuel subsidy, which was IDR 30.3 trillion higher than the planned budget. In the 2012 state budget, fuel subsidy was 
estimated to grow as the oil consumption in 2012 is projected to grow from 42 million to 43 million kl. The much 
higher fuel subsidy was also influenced by world oil price which is beyond the Government of Indonesia’s control. 
Higher fuel subsidy is not in-line with Government of Indonesia’s commitment to reduce greenhouse gas 
emission, which was articulated through Presidential Decree 61 of 2011 about National Action Plan on the 
Greenhouse Gas Emission Reduction. In order to support the previous-mentioned government’s responsibility, 
proper fiscal policy instruments to support the development of hybrid vehicles in Indonesia seemed to be relevant. 
The elaboration of fiscal instruments to support the development of the hybrid car in Indonesia is the main topic 
of this study. Fiscal instruments which was the focus of this study are the LGT reduction, Import Duty 
reduction/exemptions, and VAT reduction/ borne by government. 
2. Study objective and research methods 
This study was aimed to elaborate the fiscal instruments to support the development of the hybrid car in 
Indonesia in trade sector. The reasons are the domestic market of hybrid vehicle is still not fully developed, and the 
industry is still not in full capacity. It is expected that once the domestic market is established then the industry will 
grow up and may supply the demand of hybrid vehicle in domestic. This study focused on three fiscal instruments 
available for the purpose: the LGT reduction, Import Duty reduction/exemptions, VAT reduction/borne by 
government. In order to meet that aims thus the analytical methods used for the study consist of the Input-Output 
Table Analysis [3], Cost and Benefit Analysis [4] and Focus Group Discussions. 
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3. Overviewing hybrid vehicles in Indonesia 
According to Gaikindo [5], an environmentally friendly vehicle has special characteristics. In terms of 
technology, even though an electric vehicle is ideal, an environmentally friendly vehicle at least supported with a 
combination of motor fuels and electric (hybrid). The other features are very efficient fuel consumption (at least 35 
km L-1) and low level in emission (less than 75 g carbon km-1). 
There are several types of environmentally friendly vehicle, namely hybrid, electric, solar, and hydrogen. Among 
those types of vehicle, hybrid is the most developed and the most widely used globally. Even though hybrid 
technology can be developed on all types of vehicles, there are only few hybrid vehicles are developed recently. The 
most commonly developed are a saloon and not a saloon passenger car with cylinder capacity above 1 500 cc.  
Table 2. Availability hybrid vehicles on market [5] 
Category Displacement  Hybrid Tech. Remarks 
C
V
 b
as
ed
 
Pick up low 
All displacement 
No Suzuki Carry/Futura pick up 
Pick up medium No Mitsubishi L 300 
2 tonne No Mitsubishi Canter 6-tyres 
5 tonne No Hino truck 
4 x 2 ≤ 1 500 cc No Avanza 
D-cab All displacement No Strada Triton DC GLX 4 x 4 
4 × 2 1 500 < cc ≤  2 500 Yes Innova 
4 x 2 2 500 < cc ≤ 3 000 Yes Fortuner  G 2.5 A/T 
PC
 b
as
ed
 
4 x 2 ≤ 1 500 cc No All New Jazz rs a/t 
4 x 2 1 500 < cc ≤ 2 500 Yes Grand Livina 1.8 xv 
Saloon ≤ 1 500 cc No New Vios 1.5 
Saloon 1 500 < cc ≤ 3 000 Yes Camry 2.4 V 
4 x 4 No Pajero Sport GLX 2.5 
4 x 2 2.  00 < cc ≤ 3 000 Yes Mazda CX 7 
Saloon 
> 3 000 cc 
Yes Benz S350 L 
4 x 2 Yes Alphard 3.5 
4 x 4 No Lexus LX 570 
Developing hybrid vehicles in Indonesia encountered several constraints [5]. Firstly, the price of hybrid vehicle 
on average is 40 % more expensive than conventional cars which lead to relatively low sales rates (≤ 10 units mo-1). 
Secondly, the technology masterships in Indonesia are relatively low and have not been massively produced in 
Indonesia because it has not been feasible (≥ 300 units mo-1). Thirdly, there is lack of infrastructure support. The 
other factor that constraint the development of hybrid vehicle in Indonesia is there is low level of community 
awareness on the environmental impact of motor vehicle. 
Efforts should be made to deal with the problems above. The main idea is provision and improvement of the 
infrastructure (roads, energy, etc.). The other effort is by intensifying public outreach about benefits /advantages of 
using eco-friendly vehicle. Also the initiative to provide a proper incentive scheme can be prepared as the 
alternative, such as fiscal facilitation to provide a hybrid vehicle at relatively affordable prices (trade incentives) and 
to encourage domestic manufacturing industry (industrial incentives). 
4. Fiscal policies surround hybrid vehicles in Indonesia 
Currently, several fiscal policies have been made to support the development of environmentally friendly vehicle. 
Those policies are including investment allowance which was set out in Government Regulation No.52/2011 [6]. 
That regulation also covers investment allowance for industrial parts and accessories vehicle R-4 or more. The next 
regulation is Minister of Finance Decree No.88/PMK.011/2010 which determines the decrease of import duty for 
import raveled vehicle and raveled vehicle components [7]. The government also imposes an incentive in terms of 
import duty exemption which was enacted in Minister of Finance Decree No.76/PMK.011/2012 [8]. The duty 
exemption is given to the imported goods for vehicle assembly industry, including vehicle component industry. The 
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other kind of fiscal facilities provided by the government is the import duty borne by government which is dedicated 
for vehicle industrial components. The latest incentive was granted for every fiscal year for particular industry in 
order to enhance their competitiveness.  
Furthermore, there are potential wider aspects of government policy that can strongly support the development of 
hybrid vehicle in Indonesia. Yet it needs a more vigorous commitment and a deeper study by the government. There 
are rooms for the government to operationalize the policies, which are:  
x The government’s direct investment. According to KMK No.177/KMK.01/2010 [9] on the Determination of 
Government Direct Investment on Environment Friendly Investment Sector, the government can invest directly 
to particular industry. By considering its fiscal capacity, the government actually has capability to directly invest 
in the hybrid vehicle industry. It can be understood that this notion will raise pros and cons, but from the 
regulation point of view, actually there is a room for government to intervene via direct investment.  
x Tax holiday for hybrid vehicle industry. This can be achieved by amending Minister of Finance Decree No. 
130/PMK.011/2011 on the Facilitation of Exemption or Reduction of Corporate Income Tax [10].  
x Investment/tax allowance for hybrid vehicle industry. A broader incentive can be obtained by the hybrid 
producers while the government may include the hybrid vehicle industry as the sector that needs the 
investment/tax allowance. As the government agrees upon that proposal, thus Government Regulation No.52 of 
2011 on Income Tax Facilities for Investment in Certain Business Areas and/or in Specific Areas [6] needs to be 
revised. 
 
Purposed to attract investment, almost all the existing policies are generally committed to the industrial sector. 
Due to the underdeveloped hybrid vehicle industry and to draw a wider and progressive market in Indonesia, 
incentives in trade are required within a certain period of time. Fiscal policies were perceived as one option for that 
reason. One of proposal is to decrease the LGT for R-4 Hybrid Vehicle, by taking Thailand as benchmark [5]. In 
Thailand, LGT on hybrid vehicles are one third of LGT conventional vehicles on average. To achieve this objective, 
the Government Regulation No.12/2006 need to be amended [11]. 
Table 3. Proposal to decrease lgt for hybrid vehicles (in trade) 
 Category Displacement LGT existing LGT proposed for hybrid 
  %  % 
C
V
 b
as
ed
 
Pick up low 
All displacement 0 % 0 % Pick up medium 
2 tonne 
5 tonne 
4 x 2 ≤ 1 500 cc 10 % 10 % 
D-cab All displacement 20 % 10 % 
4 x 2 1 500 < cc ≤ 2 500 
4 x 2 2 500 < cc ≤ 3 000 40 % 15 % 
PC
 b
se
d 
4 x 2 ≤ 1 500 cc 10 % 10 % 
4 x 2 1 500 < cc ≤ 2 500 20 % 10 % 
Saloon ≤ 1 500 cc 30 % 10 % 
Saloon 1 500 < cc ≤ 3 000 40 % 15 % 4 x 4 
4 x 2 2 500 < cc ≤ 3 000 
Saloon 
> 3 000 cc 75 % 25 % 4 x 2 
4 x 4 
 
The additional proposal is by decreasing import duty on CBU imports hybrid vehicle, by reducing the import 
duty tariff from 40 % to 20 %. This can be done by amendment of Minister of Finance Decree No. 
213/PMK.011/2011. The next proposal is incentive on VAT. The facility is VAT borne by government for all types 
of hybrid vehicles. The government needs to provide a certain amount of VAT borne by government in the state 
budget for every fiscal year to operationalize this policy.  
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In the implementation of the President Regulation No.61 of 2011 on the National Action Plan for Greenhouse 
Gas Emission Reduction [12], in a comprehensive manner, it requires supports regional government (especially 
provincial), especially hybrid vehicle. It was suggested that the local government can reduce motor vehicle tax for 
hybrid vehicle, reducing tax on motor vehicles ownerships for hybrid vehicle, reducing motor vehicle fuel tax for 
hybrid vehicle or not to apply the tax limit, and in exchange, regional government (province) can be given fund from 
central government through the mechanism of fiscal transfer or other mechanisms. 
Table 4. Duty reduction policy for hybrid cbu import 
 Category Displacement Existing duty (%) Proposed for hybrid (%) 
(CC) CBU CKD CBU CKD 
C
V
 b
as
ed
 
Pick up low  
All displacement 
40 % 10 % 20 % 5 % 
Pick up medium 40 % 10 % 20 % 5 % 
2 tonne 40 % 10 % 20 % 5 % 
5 tonne 40 % 10 % 20 % 5 % 
4 x 2 ≤ 1 500 cc 40 % 10 % 20 % 5 % 
D-cab All displacement 40 % 10 % 20 % 5 % 
4 x 2 1 500 < cc ≤ 2 500 40 % 10 % 20 % 5 % 
4 x 2 2 500 < cc ≤ 3 000 40 % 10 % 20 % 5 % 
PC
 b
as
ed
 
4 x 2 ≤ 1 500 cc 40 % 10 % 20 % 5 % 
4 x 2 1 500 < cc ≤ 2 500 40 % 10 % 20 % 5 % 
Saloon ≤ 1 500 cc 40 % 10 % 20 % 5 % 
Saloon 1 500 < cc ≤ 3 000 40 % 10 % 20 % 5 % 
4 x 4 40 % 10 % 20 % 5 % 
4 x 2 2 500 < cc ≤ 3 000 40 % 10 % 20 % 5 % 
Saloon 
> 3 000 cc 
40 % 10 % 20 % 5 % 
4 x 2 40 % 10 % 20 % 5 % 
4 x 4 40 % 10 % 20 % 5 % 
5. Price impact analysis 
Prices impact analysis for hybrid vehicles indicated that hybrid vehicle price to be relatively the same as the 
conventional vehicle, and even enough to compete with high vehicle capacity (cc) and was initially exposed LGT 
large enough (75 %). With over one-third reduction policies and the provision of at least 10 % in luxury sales, 
import duties from 40 % down to 20 %, and VAT borne by government, price of hybrid vehicles in general is almost 
equal to the price of conventional vehicles. 
Table 5. Analysis of impact on price of hybrid vehicle by general policy of one third and minimum 10 % on lgt 
Category Displacement Duty (CBU) VAT LGT 
Compared to 
hybrid price 
Compared to 
conventional price 
C
V
 b
as
ed
 
Pick up low 
All displacement 
40 % 10 % 
0 % 
100.00 % 140.00 % 
Pick up medium 40 % 10 % 100.00 % 140.00 % 
2 tonne 40 % 10 % 100.00 % 140.00 % 
5 tonne 40 % 10 % 100.00 % 140.00 % 
4 x 2 ≤ 1 500 cc 40 % 10 % 10 % 100.00 % 140.00 % 
D-cab All displacement 40 % 10 % 10 % 92.31 % 129.23 % 
4 x 2 1 500 < cc ≤ 2 500 40 % 10 % 92.31 % 129.23 % 
4 x 2  2 500 < cc ≤ 3 000 40 % 10 % 15 % 83.33 % 116.67 % 
PC
 b
as
ed
 
4 x 2  ≤ 1 500 cc 40 % 10 % 10 % 100.00 % 140.00 % 
4 x 2  1 500 < cc ≤ 2 500 40 % 10 % 10 % 92.31 % 129.23 % 
Saloon ≤ 1 500 cc 40 % 10 % 10 % 85.71 % 120.00 % 
Saloon 1 500 < cc ≤ 3 000 40 % 10 % 15 % 
83.33 % 116.67 % 
4 x 4 40 % 10 % 83.33 % 116.67 % 
4 x 2 2 500 < cc ≤ 3 000 40 % 10 % 83.33 % 116.67 % 
Saloon 
> 3 000 cc 
40 % 10 % 
25 % 
72.97 % 102.16 % 
4 x 2 40 % 10 % 72.97 % 102.16 % 
4 x 4 40 % 10 % 72.97 % 102.16 % 
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Table 6. Impact Analysis on price of hybrid vehicle with general policy of one third and minimum 10 % on lgt and import duty down from 40 % to 
20 % 
Category Displacement Duty (CBU) VAT LGT 
Compared to 
hybrid price 
Compared to 
conventional price 
C
V
 b
as
ed
 
Pick up low 
All displacement 
20 % 10 % 
0 % 
85.71 % 120.00 % 
Pick up medium 20 % 10 % 85.71 % 120.00 % 
2 tonne 20 % 10 % 85.71 % 120.00 % 
5 tonne 20 % 10 % 85.71 % 120.00 % 
4 x 2 ≤ 1 500 cc 20 % 10 % 10 % 85.71 % 120.00 % 
D-cab All displacement 20 % 10 % 10 % 79.12 % 110.77 % 
4 x 2 1 500 < cc ≤ 2 500 20 % 10 % 79.12 % 110.77 % 
4 x 2 2 500 < cc ≤ 3 000 20 % 10 % 15 % 71.43 % 100.00 % 
PC
 b
as
ed
 
4 x 2 ≤ 1 500 cc 20 % 10 % 10 % 85.71 % 120.00 % 
4 x 2 1 500 < cc ≤ 2 500 20 % 10 % 10 % 79.12 % 110.77 % 
Saloon ≤ 1 500 cc 20 % 10 % 10 % 73.47 % 102.86 % 
Saloon 1 500 < cc ≤ 3 000 20 % 10 % 15 % 
71.43 % 100.00 % 
4 x 4 20 % 10 % 71.43 % 100.00 % 
4 x 2 2 500 < cc ≤ 3 000 20 % 10 % 71.43 % 100.00 % 
Saloon 
> 3 000 cc 
20 % 10 % 
25 % 
62.55 % 87.57 % 
4 x 2 20 % 10 % 62.55 % 87.57 % 
4 x 4 20 % 10 % 62.55 % 87.57 % 
Table 7. Analysis of impact on price hybrid vehicle with general policy of one third and minimum 10 % on lgt, duty down from 40 % to 20 %, and 
vat borne by government 
Category Displacement Duty (CBU) VAT LGT 
Compared to 
hybrid price 
Compared to 
conventional price 
C
V
 b
as
ed
 
Pick up low 
All displacement 
20 % 0 % 
0 % 
77.92 % 109.09 % 
Pick up medium 20 % 0 % 77.92 % 109.09 % 
2 tonne 20 % 0 % 77.92 % 109.09 % 
5 tonne 20 % 0 % 77.92 % 109.09 % 
4 x 2 ≤ 1 500 cc 20 % 0 % 10 % 78.57 % 110.00 % 
D-cab All displacement 20 % 0 % 10 % 72.53 % 101.54 % 
4 x 2 1 500 < cc ≤ 2 500 20 % 0 % 72.53 % 101.54 % 
4 x 2 2 500 < cc ≤ 3 000 20 % 0 % 15 % 65.71 % 92.00 % 
PC
 b
as
ed
 
4 x 2 ≤ 1 500 cc 20 % 0 % 10 % 78.57 % 110.00 % 
4 x 2 1 500 < cc ≤ 2 500 20 % 0 % 10 % 72.53 % 101.54 % 
Saloon ≤ 1 500 cc 20 % 0 % 10 % 67.35 % 94.29 % 
Saloon 1 500 < cc ≤ 3 000 20 % 0 % 15 % 
65.71 % 92.00 % 
4 x 4 20 % 0 % 65.71 % 92.00 % 
4 x 2 2 500 < cc ≤ 3 000 20 % 0 % 65.71 % 92.00 % 
Saloon 
> 3 000 cc 
20 % 0 % 
25 % 
57.92 % 81.08 % 
4 x 2 20 % 0 % 57.92 % 81.08 % 
4 x 4 20 % 0 % 57.92 % 81.08 % 
6. Impact on fuel consumption and emissions 
The same approach with Clinch and Healy [13] i.e. Damage-Avoidance Approach was employed to measure the 
values used for the benefit transfer in this study. The approach is a value derived from approach of avoidance effect 
which was employed by Clinch and Healy in the case of Ireland. That approach has been adapted into the 
Luxembourg Agreement and the Gothenburg Protocol. Under international agreements, the approach Avoided-Cost-
of-Compliance is the most appropriate method, which with Fankhauser Estimation; the approach is equal to the 
avoidance of impact of (€ 15 to € 22) t-1 carbon [13]. This value is close to another research which was conducted by 
Pearce et al. [14] using an approach Avoided-Cost-of-Compliance in the amount of € 19 t-1. Thus, the value which is 
used to monetize the impact of carbon pollutant in this study is about the value of the average, which is € 19 t-1. 
Then, that value was divided by the standard conversion factor of 3.67 to calculate CO2-equivalent, thus reducing 
the values obtained for each tonne of CO2 emissions amounting to € 5.18 (in assumption, € 1 equal to IDR 12 
000.00). 
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As the result of analysis, the proposal leads to benefits to the fuel consumption and CO2 emissions, such as: 
x Saving expenditures for fuel consumption by the public (approximately IDR 51.12 billion in 2015), 
x Expenditure savings on fuel subsidies by the government (approximately IDR 45.44 billion in 2015), 
x Savings in fuel consumption of subsidized fuels in particular (about 11.36 thousand kiloliters in 2015), 
x Reduction of CO2 emissions from motor vehicles (about 27.72 thousand tonne of CO2, or about 0.72 % of the 
BAU each year, 
x Potential avoided damage cost (IDR 1.72 billion in 2015). 
Table 8. Analysis of impact on fuel consumption and co2 emissions 
No. Description 2012 2013 2014 2015 
1. Saving expenditures for fuel consumption by the public 38.41 42.25 46.47 51.12 
2. Expenditure savings on fuel subsidies by the government 34.14 37.55 41.31 45.44 
3. Expenditure savings on fuel subsidies by the government 8 535.12 9 388.63 10 327.49 11 360.24 
4. Reduction of co2 emissions from motor vehicles (tonne) 20 825.69 22 908.26 25 199.08 27 718.99 
5. CO2 emissions total vehicles (tonne) 2 878 209 3 166 030 3 482 633 3 830 896 
6. Reduction co2 emission (%) 0.72 % 0.72 % 0.72 % 0.72 % 
7. Avoided damage cost (EUR) 107 118 664.78 130 531.26 143 584.38 
8. Avoided damage cost (IDR billion) 1.29 1.42 1.57 1.72 
7. Economic impact of the fiscal policy 
The implementation of three proposed policies will result in, as follows: 
x The increase in the national economy output (reached IDR 1 637 billion, or about 0.016 % in 2015); 
x The increase in the community revenue (IDR 227 billion, or about 0.014 % in 2015), and 
x Absorption/creation of new jobs (up to 8 182 people, or about 0.008 % in 2015). 
For each policy, and combinations thereof, the full economic impacts are in the following table:  
Table 9. Economic impact analysis of the various alternative fiscal policies 
No. Year 2011 2012 2013 2014 2015 
A PPnBM: one third and minimum 10%  
 Value      
1 Output increase (IDR billion) 525 577 635 698 768 
2 Income increase (IDR billion) 73 81 89 97 107 
3 Labor absorption (people) 2 599 2 859 3 145 3 459 3 805 
 Percentage      
1 Output increase/economic growth (%) 0.0050 % 0.0055 % 0.0060 % 0.0066 % 0.0073 % 
2 Income increase (%) 0.0046 % 0.0050 % 0.0055 % 0.0061 % 0.0067 % 
3 Labor absorption (%) 0.0025 % 0.0028 % 0.0030 % 0.0033 % 0.0037 % 
B PPnBM: one third and minimum 10% + duty down from 40% to 20%  
 Value      
1 Output increase (IDR billion) 924 1 017 1 118 1 230 1 353 
2 Income increase (IDR billion) 128 141 155 171 188 
3 Labor absorption (people) 4 613 5 074 5 582 6 140 6 754 
 Percentage      
1 Output increase/economic growth (%) 0.0088 % 0.0097 % 0.0106 % 0.0117 % 0.0129 % 
2 Income increase (%) 0.0080 % 0.0088 % 0.0097 % 0.0106 % 0.0117 % 
3 Labor absorption (%) 0.0045 % 0.0049 % 0.0054 % 0.0059 % 0.0065 % 
C PPnBM: one third and minimum 10% + duty down from 40% to 20% +ppndtp  
 Value      
1 Output increase (IDR billion) 1 118 1 230 1 353 1 488 1 637 
2 Income increase (IDR billion) 155 170 187 206 227 
3 Labor absorption (people) 5 589 6 147 6 762 7 438 8 182 
 Percentage      
1 Output increase/economic growth (%) 0.0106 % 0.0117 % 0.0128 % 0.0141 % 0.0155 % 
2 Income increase (%) 0.0096 % 0.0106 % 0.0117 % 0.0128 % 0.0141 % 
3 Labor absorption (%) 0.0054 % 0.0059 % 0.0065 % 0.0072 % 0.0079 % 
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8. Cost and benefit analysis 
Costs and Benefits Analysis has been conducted in the following aspects: 
x Costs incurred of losing potential revenue from LGT, import duties, and VAT. 
x Benefits to be derived by the national average in each year is greater 100 % of the cost, or in other words, the net 
benefits to be gained from the application of fiscal policy incentives support is greater than 100 % of the cost 
thereof. 
The analysis shows that the CBA (benefit over cost) index in 2012 is about 4.43 if the government provides 
policy of decreasing a third or at least 10 % on LGT. Meanwhile, the policy of one-third decline in luxury sales and 
a minimum of 10 per cent and the import duty from 40 % down to 20 % will change index to be 2.6. Furthermore, 
with the addition of VAT borne by government, the index will account to 2.21 in 2012.  
Table 10. Cost and benefit analysis of a third decline and minimum 10% policy on lgt 
No. Descriptions 2012 2013 2014 2015 
A Benefit (IDR billion)     
1. State revenue 888.44 977.28 1 075.01 1 182.51 
2. National output  576.99 634.69 698.16 767.98 
3. Saving on fuel consumption (by community) 38.41 42.25 46.47 51.12 
4. Saving on fuel consumption subsidy 34.14 37.55 41.31 45.44 
5. Avoided damage cost  1.29 1.42 1.57 1.72 
 Sub total 1 539.28 1 693.20 1 862.53 2 048.78 
B Cost (IDR billion)     
1. Potential lost 347.13 381.85 420.03 462.03 
 Sub total 347.13 381.85 420.03 462.03 
C Net benefit (IDR billion) 1 192.14 1 311.36 1 442.49 1 586.74 
 B/C 4.43 4.43 4.43 4.43 
Table 11. Cost and benefit analysis of a third decline and minimum of 10 % policy on lgt and the import duty down from 40 % to 20 % 
No. Descriptions 2012 2013 2014 2015 
A Benefit (IDR billion)     
1. State revenue 588.58 647.44 712.19 783.40 
2. National output  1 016.82 1 118.50 1 230.35 1 353.38 
3. Saving on fuel consumption (by community) 38.41 42.25 46.47 51.12 
4. Saving on fuel consumption subsidy 34.14 37.55 41.31 45.44 
5. Avoided damage cost  1.29 1.42 1.57 1.72 
 Sub total 1 679.24 1 847.17 2 031.88 2 235.07 
B Cost (IDR billion)     
1. Potential lost 646.99 711.69 782.86 861.14 
 Sub total 646.99 711.69 782.86 861.14 
C Net benefit (IDR billion) 1 032.25 1 135.48 1 249.03 1 373.93 
 B/C 2.60 2.60 2.60 2.60 
Table 12. Cost and benefit analysis of a third decline and minimum 10 % policy on lgt, duty down from 40 % to 20 % and vat 
borne by government 
No. Descriptions 2012 2013 2014 2015 
A Benefit (IDR billion)     
1. State revenue 443.32 487.65 536.41 590.05 
2. National output  1 229.89 1 352.88 1 488.17 1 636.98 
3. Saving on fuel consumption (by community) 38.41 42.25 46.47 51.12 
4. Saving on fuel consumption subsidy 34.14 37.55 41.31 45.44 
5. Avoided damage cost  1.29 1.42 1.57 1.72 
 Sub total 1 747.05 1 921.75 2 113.93 2 325.32 
B Cost (IDR billion)     
1. Potential lost 792.26 871.48 958.63 1 054.49 
 Sub total 792.26 871.48 958.63 1 054.49 
C Net benefit (IDR billion) 954.79 1 050.27 1 155.30 1 270.83 
 B/C 2.21 2.21 2.21 2.21 
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9. Policy recommendations 
In order to support the development of environmentally friendly vehicle development particularly hybrid vehicle, 
in Indonesia, this study proposed several policies recommendations as follows: 
x Technical requirements related to environmentally friendly vehicle, especially hybrid, needs to be set by the 
Ministry of Industry, in coordination and cooperation with several parties, including the Ministry of 
Environment, Ministry of Transportation, and related stakeholders, especially vehicle industry; 
x The study shows that the fiscal support for trade policy is feasible. But it needs a further step to be undertaken. In 
the trade policy, the taxation structures should be restructured to provide incentives for environmentally friendly 
vehicles, particularly those related to LGT and import duty. While in the industry sector, the potential 
government intervention among other things are government direct investment, tax holiday and investment/tax 
allowance; 
x The national commitment to reduce GHG emission which was articulated in the Presidential Decree No.16 of 
2011, requires supports from regional government (especially provincial level) and in the development of 
environmentally friendly vehicles particularly, there are potential regional fiscal policies can be imposed. 
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